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: Introduction 


: - This brochure answers questions euuentiy asked by 
“newly incorporated companies concerning The 
uO Corporations Tax Act, 1972 and its application 
_. For more complete information and legal terminology, 
reference should be. made to The Corporations Tax Act, 
4072 R.S.O, 143 and Amendments or contact the 
‘ ae are 


rporations s Tax Branch. Ay : 
in stry. of neve eae 


. ‘ Director: 
Mr. Cyril Townsend 
tay boca 965-2953 


bis. Noreen ae 
416) 965-6261 


toned | in this brochure 
in in accordance with the Ontario 
; edition reflects changes up to 
1980. Budget. 


Facts you should know 


about Ontario Corporations 
Tax 


GENERAL 


Q. Is every business a Corporation? 


. No, many businesses are run by individuals as 
sole proprietorships or by groups of individuals 
as partnerships. Such businesses are not subject 
to the Ontario Corporations Tax Act although 
they are of course subject to the Income Tax 
Act administered by the federal Government. 
Note that a corporate partner must report its 
income from the partnership as well as its 
proportionate share of partnership taxable 
capital items in its CT23 Tax Return. 


Q. What is meant by a Permanent 
Establishment? 


A. Acorporation has a permanent establishment in 
Ontario where any one or more of the following 
Criteria is satisfied: 

(a) a corporation’s charter or by-laws designate 
its head office as being in Ontario 


(b) where there is no fixed place of business, 
the principal place in which the corporation’s 
business is conducted is located in Ontario 


(c) substantial machinery and equipment, a 
branch, mine, oil well, warehouse, agency 
or other fixed place of business is located 
in Ontario 

(d) an employee or agent who has general 
authority to contract for the corporation or 
who fills orders from a stock of merchandise 
owned by the corporation which is located 
in Ontario 

(e) it is an insurance corporation and is 
registered or has a license to conduct 
business in Ontario 

(f) land owned by a corporation which has a 
permanent establishment in another Province 
or Territory of Canada is located in Ontario 
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(g) it carries on the growing, mining, creating, 
manufacturing, fabricating, improving, 
packing, preserving or construction of 
anything in Ontario 

(h) it presents any form of entertainment within 
Ontario 


TAXES 


Q. Who is liable for Ontario Corporations Tax? 


A. All corporations (with and without share capital) 
having a permanent establishment in Ontario 
and corporations incorporated outside Canada 
receiving certain income or capital gains from 
a source in the Province. 


Q. What taxes are included in Corporations 
Tax? 


A. Taxes administered and included under The 
Corporations Tax Act are: 


(a) Income Tax — a tax based on taxable 
.income for a taxation year (for non-Canadian 
corporations: taxable income earned in 
Canada). 


(b) Capital Tax — a tax based on the taxable 
paid-up capital of the corporation with a 
minimum level of $50 (for non-Canadian 
corporations: taxable capital employed 
in Canada). 

(c) Premium Tax — a tax applicable to insur- 
ance companies in Ontario and based on 
total taxable premiums written in the 
Province. 


Q. What are the rates of Ontario Corporations 
Tax? 


A. (a) Income Tax: The rate of Ontario corporate 
income tax is currently 14%. A 4% tax 
credit is available in respect of income 
qualifying for the federal small business 
deduction to reduce the effective Ontario 
income tax rate on such income to 10%. 
A 1% tax credit is available in respect of 
income from manufacturing, processing, 
farming, fishing, mining and logging 
activities to reduce the effective Ontario 
income tax rate on such income to 13%. 
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(b) Capital Tax: The rate of Ontario capital tax 
for ordinary corporations is currently 3/10 
of 1%. Banks pay 4/5 of 1% and Loan and 
Trust Companies pay 3/5 of 1%. Corpora- 
tions with taxable paid-up capital not 
exceeding $100,000, family farms, family 
fishing corporations, credit unions and 
mortgage investment corporations pay the 
minimum $50 capital tax. A $100 flat rate 
of capital tax applies to corporations with 
taxable paid-up capital not exceeding 
$1,000,000. There is also a notch provision 
to reduce capital tax for corporations with 
taxable paid-up capital between $1,000,000 
and $1,200,000. 

(c) Premium Tax: The rate of Ontario premium 
tax for accident, sickness and life insurance 
is 2% of gross premiums in respect of 
business transacted in the Province. The 
rate for other insurance is 3%. An addi- 
tional premium tax of % of 1% is imposed 
against insurers transacting Ontario 
property insurance business. 


Q. Is there a minimum Ontario Corporations 
Tax? 


A. Yes. A minimum capital tax of $50 is payable 
in each year of corporate activity even though 
no taxable income may have been earned. 


Q. Are any corporations exempt from 
Ontario Corporations Tax? 


A. The following corporations are exempt from 
income and capital taxes and are not required 
to file tax returns: 

a municipal or provincial corporation 

an agricultural organization 

a board of trade 

a chamber of commerce 

a registered charity 

a corporation providing low cost housing for 
the aged 

a non-profit corporation for scientific research 

a labour organization 

a non-profit organization 

a limited dividend housing corporation 

a pension corporation 

a farmers’ or fishermen’s insurer 
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A non-profit organization which distributes any 
part of its income or appropriates any funds or 
property for the benefit of a shareholder or 
member loses its exemption and becomes 
liable for income and capital taxes. Any such 
corporation should therefore file tax returns for 
the taxation year the distribution or appropria- 
tion is made and all subsequent taxation years. 


Corporations registered as SBDC’s under The 
Small Business Development Corporation Act, 
1979 are exempt from capital tax but pay 
income tax in the normal manner. 


Q. Are Tax Instalment Payments required 
during the company’s taxation year? 


A. Instalment payments are not required for the 
first taxation year of a newly incorporated 
company. The full amount of the tax liability 
is payable at the due date for balance of tax. 
For subsequent taxation years, instalment 
payments are required if the lesser of the 
amounts determined in (a) or (b) below, is 
over $2,000. 

(a) the estimated tax payable for the current 
taxation year 


(b) the total tax payable for the immediately 
preceding taxation year. 


If the lesser of (a) or (b) is less than $2,000, all 
the tax for the current year is due and payable 
at the due date for balance of tax. 

If the lesser of (a) or (b) is $2,000 or more then 
instalments are due at the end of each month. 
The instalment required is an amount equal 

to the least of 


(1) 1/12th of the estimated tax payable for the 
Current taxation year, or 


(2) 1/12th of the total tax payable for the im- 
mediately preceding taxation year, or 


(3) for each of the first two months, 1/12th 
of the total tax payable for the taxation year 
immediately preceding the taxation year in 
(2) above, and for each of the remaining 
ten months, 1/10th of the amount remaining 
when the amount paid in the first two 
months is deducted from the total tax 
payable for the taxation year immediately 
preceding the current taxation year. 
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Q. When is the Balance of Tax due? 


A. (i) In the case of a Canadian controlled private 
corporation that has claimed the small 
business deduction for federal Income Tax 
purposes in the current or preceding taxa- 
tion year, the balance is due on the last 
day of the 3rd month following the end of 
the taxation year. 


(ii) For all other corporations the balance of 
tax is due on or before the last day of the 
2nd month following the end of the 
taxation year. 


Q. Is an Instalment Remittance Form required 
before submitting a tax payment? 


A. While it is not necessary to submit it with the 
remittance, this form helps us to ensure the 
prompt and accurate application of your pay- 
ment. A corporation making a remittance to 
the Ministry on account of Corporations Tax 
instalments will automatically be sent instal- 
ment remittance forms for subsequent months 
showing the amount of tax paid to date and 
the due date of the next payment. For con- 
venience, payments accompanied by these 
forms can be made free of charge through any 
chartered bank in Ontario. 


Q. Are Interest Charges applied to unpaid 
Corporations Tax? 


A. Interest accrues at the rate of 9% per annum 
on deficient instalments or on any Corporations 
Tax unpaid at the due date. 


Q. Can you Appeal an assessment? 


A. Yes. Notice of Objection forms can be obtained 
from the Tax Appeals Branch Office at 1200 Bay 
Street, Toronto, Ontario. This form must be 
filed in duplicate within 90 days from the date 
of the assessment. A corporation may apply for 
an extension of time if there are compelling 
reasons why an objection cannot be filed on 
time. An application must be received within 
90 days from the date of the assessment. 
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RETURNS 


Q. When must the Corporations Tax Return 
(CT23) be filed? 


A. A return must be filed within six months 
following the taxation year end of the 
corporation. 


2) 


. Is a Corporations Tax Return required for 
a period shorter than one year? 


A. A Corporations Tax Return has to be filed for 
the period from the date of incorporation to the 
day preceding the start of the adopted taxation 
year. This could cover a short period if the 
adopted taxation year end is less than one year 
from the date of incorporation. 


Q. Are Corporations Tax Returns subject 
to Audit? 


> 


. Yes. An audit program is operated on a pre- 
selected basis by the Audit section of the 
Corporations Tax Branch. This may include a 
review of the books and records by our field 
audit staff at the company’s office. 


TAXATION YEAR 


Q. When does a Corporation determine its 
taxation year end? 


A. A corporation’s first taxation year must end no 
later than 53 weeks from the date of incor- 
poration. 

If the Corporations Tax Branch of this Ministry 
is rot advised of the intended date of the 
taxation year end, it is automatically set at one 
year from the date of incorporation. 


Q. Can a Corporation change its taxation 
year end? 


A. Yes, but federal approval to the change is 
required to ensure that certain consistencies 
are maintained between the Federal and 
Provincial taxing jurisdictions. 
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MISCELLANEOUS 


Q. Should a taxpayer notify the Corporations 
Tax Branch when its mailing address 
changes? 


> 


. Yes. Unless we have your current address, mail 
will be misdirected and unnecessary penalty 
and interest charges could result. Notification 
of address changes must be made in writing. 


Q. Are copies of The Corporations Tax Act and 
Regulations available? 


> 


. Yes. Copies of The Corporations Tax Act are 
available at $5.00 each by contacting: 
The Ontario Government Bookstore 
880 Bay Street 
Toronto, Ontario M5S 1Z8 
Telephone — (416) 965-2054 


Q. Where does a company obtain information 
about operating under a name other than 
the legal name of the corporation? 


A. Ministry of Consumer and Commercial Relations 
Companies Services Branch 
55 Yonge Street 
Toronto, Ontario 
Telephone — (416) 963-0510 


for Business Name Registration. 


Q. What is SBDC? 


A. In the April 1979 Budget, the Treasurer of 
Ontario announced a program to encourage 
private sector investment in small business in 
the Province. Under this program, corporations 
investing in Small Business Development 
Corporation equity shares obtain an income tax 
credit equal to 30% of the amount paid for 
those shares. An SBDC has as its object the 
provision of capital and managerial expertise 
to Canadian controlled corporations with no 
more than 200 full-time employees, 75% of 
them employed in Ontario, whose primary 
business is manufacturing, processing or tourist 
activities. Anyone interested in obtaining a 
booklet detailing the legislative requirements 
of the Small Business Development Corpora- 
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tions program should contact the Ministry of 
Revenue’s Information Centre or one of the 
Ministry of Industry and Tourism field offices. 
For further information or for the location of 
the nearest field office, please telephone: 


Metro Toronto — 965-8470. 
Area Code 807 — ask the Operator for Zenith 
8-2000 (toll free) 


All other areas — Dial 1-800-268-7121 (toll free) 

Written enquiries should be addressed to: 

Ministry of Revenue 

Ontario Small Business Development 
Corporations 

Queen’s Park 

Toronto, Ontario 

M7A 2B3 


Q. What is OMEP? 


A. In the April 1980 Budget, the Treasurer of 
Ontario announced the Ontario Mineral Explora- 
tion Program intended to encourage mining 
exploration in the Province. This new program 
provides a credit against Ontario income tax 
equal to 25% of funds spent on eligible 
exploration in Ontario. It is available to certain 
non-producing exploration corporations and 
non-principal business corporations. 


For details of this program contact : 
OMEP 

Ministry of Natural Resources 
Whitney Block 

Queen’s Park 

Toronto, Ontario 

M7A 1W3 


Telephone — (416) 965-1062 


ISBN 0-7743-5362-7 
August 1980 
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